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Introduction

The Franchise Tax Board is responsible for the ad-
ministration of three major California laws. These
are the Personal Income Tax Law, the Bank and Cor-
poration Franchise Tax Law and the Homeowner
and Renter Assistance Law. This 1980 annual report
is based on 1979 tax vear returns fled during 1980,
1980 showed an increase in personal income tax fil-
ings as Californians submitted 102 million returns, as
compared to 9.4 million filed during 1978. Further,
self-assessed personal income taxes rose to 53,9 hillion
for the 1979 income year from 4.2 billion in the prior
venr, This astonishing 405 percent increase can be
largely attributed to the one-vear quadrupling of the

exemption credit in 1978, which reduced
tax liabilities below more normal levels. The revenue
figures for the 1979 income vear would have been
even higher, save that California is one of a fow states
which indexes the tax rate structure based on a con-
sumer price index.

The increase in the number of returns filed is due to
o combination of factors, These inclode the normal
increase in population, a simplified renter-credit
form which made it ensier for low income renters o
file, and s one-time refundable tax credit of 80 per-
cent of State Disability Insurance payments maode
during 19749,

It is also noteworthy that net capital gains increased
by more than 67 percent, and interest income by
more than 27 percent. The changes in these two in-
come sources reflect the effect of inflation on the
value of property, including intangible assets,
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Revenue for General Fund

Personal income tax revenue totalled $6.9 billion,
and bank and corporation revenue totalled $2.6 bil-
lion. The former represented more than 372 percent
of the State General Fund, and the latter 139 per-
cent. Together, they comprised 51.1 percent of the
State General Fumd.

Credits

More than four million Californions claimed the
renters’ eredit for a total of 8381 million in assistance,
The number of claimants inereased from 3.8 million
to 4.1 millisn, while the amount of assistance in-
ereased fram §138 milion to 8381 million, This was &
result of legislation enacted in 1979 which increased
the amount of renters” assistanee from 37 to 360 for
single taxpayers and $137 for taxpayers filing jointly,
and hieads of hiousehald,

Increasing concern with energy and energy conser-
vation was reflected as more than 530,000 taxpayers
claimed the credit for solar energy on 1979 returns,
This represented more than twice the numbser elaim-
ing the credit for the prior vear

Due to o large accumulated surplus in the State Disa-
bility Insurance Fund, the legislature provided a
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one-time refundable credit in the amount of 80 per-
cent of the amount paid into the DI fund. Because
of this legislation 5.1 million returns cliimed credits
of 8385 million.

Return Processing and Banking

During the peak of the ﬁling SEASOT, appru-xim:tely
100,000 returns were d-dlr' The largest sin-
gle bank deposit to date, $158.3 million, was entered
on April 18, Deposits for five consecutive days, April
17 through April 23, were more than $100 million
daily.

Administration
In September of 1980, the Franchise Tax Board ap-

pointed Gerald Goldberg, 38, as Executive Officer.
Mr. Goldberg formerly directed the Missouri De-
partment of Revenue, a post he held for 2% vears. He
is a graduate of Brandeis University and has a mas-
ter's degree in business administration from the Uni-
versity of Chicago. He i3 a certified public
accountant [(CPA),

During the first eight months of the vear, the depart-
ment was under the direction of William Mackey
who was named Acting Executive Officer following
the resignation of Martin Huff in 1979, Mr. Coldberg
is the third Executive Officer since the Franchise Tax
Commissioner was replaced by the Franchise Tax
Board in 1949, Members of the Board are the State
Controller, who s chairman, the Director of Finance,
and the Chairman of the Board of Equalization.



Personal Income Tax

Californians filed nearly 10.2 million personal income
tax returns during 1980, These returns reported in-
come earned and received during 1979 and showed
an eight percent increase over the 9.4 million retums
filled during 1979, This eight percent is o result of a
combination of factors such as, (1) an inerease in the
State's population, (2) a smplified Form 540 RC,
which made it epsier for low income renbers to Rle
for the renter’s eredit, and (3) 8 one-time refundable
tax credit of 80 percent of State Disability Insurance
pavments made during 1979,

Self-assessed personal income taxes rose dramatically
from 34.2 billion for the 1978 income vear to 559
billion for 1979. However, this 405 percent increase
basically reflects the one-year quadrupling of the
personal exemption credit in 1978,

The Personal Income Tax Appendix provides o series
of statistical tables which show detailed distributions
of tax returns fled by income level and by murital
Sintus,

Indexing

California adopted “indexing™ in 1978 as a means of
countering the effects of inflation in accelerating tax-
pavers through higher tax brackets. Beginning with
the 1978 taxable vear brackets were “indexed” or
widened by the percentage change in the Californin
Consumer Price Index from June of the prior vear to
June of the current year in excess of 3 percent. Effec-
tive with the 1979 taxable vear, indexing was also
applied to credits for personal, dependent, and blind
exemphions, the special low-income credit and the
standard deduction reflecting the full June to June
increase in the Index.
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Income Reported

Most sources of income, including gross receipts of
self-employed individuals, are reportable by taxpay-
ers on their tax returns, Non-reportable income is
gither in the form of transfer pavments, such as sosal
security, unemployment insurance, or welfare, or is
statutorily exempt, such as interest received from
the Federal government.

Adjusted gross income is the basis for the income
distributions shown in the Statistical Appendix. Ad-
justed gross income lterally means gross income less
pdjustments, These adjustments are primarly for
emploves business expenses, sell-emploved retire-
ment plans, individual retirvement plans, moving ex-
penscs, and alimony,

Frequently users of tax statisties want to compare
“adjusted gross income” with “personal income™, as
defined by the U. § Department of Commeree. The
principal differences are that personal income in-
cludes transfer payments and imputed vialues of cer-
tain assets (primardly the rent equivalent of an
owner-occupied home) , but exeludes gains and losses
from the sale of capital assets. Despite these differ-
ences, the user will find that adjusted gross income
is an excellent indicator of income trends over Hme.
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Deductions are provided to exclude certain expendi-
tures from the mensure of the tax, Some deductions,
such as medical and casualty losses, can affect a tax-
ver's ability to pay. Other deductions, such as
mortgage interest real estate property
taxes, are a8 incentives—in this case to encour-
age home ownership. The tax law also provides a
standard deduction which may be used in lieu of
itemized tax deductible expenses.

Taxable income is the result of reducing adjusted
gross income by either the standard deduction or
itemized deductions. It is the income base to which
the progressive tax rate schedule is applied in deter-
mining tax before credits.

Adjusted Gross Income

Several sources of income are combined in arriving
at adjusted gross income. By far, the lirgest compo-
nent reported was salaries and wages, comprising
T8.9 percent of all income reported. Interest income
was second with 5.5 percent, proprietorship income
was third at 4.7 pereent while capital gains totaled 4.2
percent.

The amount of income reported on 1979 returns in-
creased by nearly 14 percent over the 1978 total. It
is noteworthy that net capital gains increased by 67.2
percent and interest income by 273 percent. The
changes in these two income sources reflect the ef-
feet of inflation an the value of property, including
intangible assets.

Overall partnership income dropped by 24.2 per-
cent, most notably for partnerships in the major in-
dustrial groupings of fnance, insurance, real estate
and mining. In these industries partnership net losses
exceeded profits by 500 million. Many of these part-
nership returns are in fact joint ventures organized
with the goal of providing appreciation in the invest-
ment while short-term operating losses are offset
against income from other sources. To this extent,
partnership income and loss trends reflect tax plan-
Ning megsures.
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Daductions

California law allows individuals to reduce their ad-
justed gross income by either a standard deduction,
which is comparable to the federal zero bracket pro-
vision, or by itemized deductions in arriving at tux-
ble income. The standard deduction amount is fully
indexed to reflect the percentage change in the Cali-
fornin Consumer Price Index for all Urban Consum-
ers. The amount of this deduction was §1,100 for
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gingle individuals and for married taxpavers Rling
separately. All other tuixpayers were allowed a stand-
ard deduction of $2.200 for the 1979 income vear.

Allowable itemized deductions include medical ex-
penses above a certain level, charitable contribu-
tions, most state and local taves, interest OXPENses,
political contributions with certain limits, and casu-
alty losses and thelts.

The standard deduction was reported on 6.3 million
refurns, or 82 percent of all returns. This was an in-
crease of 654 thousand or 11.5 percent over 1978 in-
oome vear slandard deduction returns, Itemized
deduction returns increased by 7.2 percent aver 1978
ineome vear returns to 3.9 million.

Deductions totalled $354 billion, %2558 billion for
itemized deductions and $9.6 billion for standard de-
ductions. This is an increase of 157 percent over the
amount deducted for the 1978 income vear.

ltemized Deductions

The largest single itemized deduction continues to
be home mortgage interest. This deducetion account:
ed for 36 percent of total itemized deductions and
averaged 83,056 per return, There was a 21 percent
growth in average home mortgage interest which
cannot be attributed solely to increased frst mort-
gage loans, Instead it is very likely that many taxpay-
ers are using the inflated values of their homes to
borrow for other reasons.

Other interest expense continues to be the second
leading itemized deduction with 17 pereent of total
deductions. As long as the present high cost of bor-
rowing continuecs it is very unlikely that the relative
share of these two deductions will drop below their
present levels,

The third largest itemized deduction was charitable
contributions. This deduction was elaimed by 92 per-
cent of all taxpayers with itemized deductions and
amounted to $2.7 hillion.

Deductions for taxes amounted to $4.7 billion, and
consisted of the following in order of deduction size:
Real estate taxes, $1.993 million; sales tax 81,869 mil-
lion; gasoline, 8404 million; auto license, 345 million;
anc other taxes, 852 million. Taxes sccounted for 18
percent of total deductions.

Most deductions were lorger than those elaimed for
the 1978 income year with three exceptions. The to-
tal amount claimed for real estate taxes, gasoline
taxes, and political contributions all declined,
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COMPONENTS OF INCOME AND TAX®
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Real estate taxes fell 22 percent because 1979 was the
first full vear for reduced property taxes resulting
from the passage of Proposition 13 in June 1978 The
gasoline tax deduction apparently declined slightly
becnuse of gas shortages in the spring and summer of
1979 resulting in fewer miles driven. The 28 percent
drop in political contributions can be attributed to
1979 being o non-election year.

COMPARISON OF DEDUCTIONS
FOR REAL ESTATE PROPERTY TAXES
AND HOME MORTGAGE INTEREST
1973-1979 INCOME YEARS
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Income Averaging

California law is similar to federal law in providing a
means of “averaging” income to provide tax relief for
taxpavers whose curremt income has inereased
dramatically over prior years. Generally, taxpayvers
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will benefit from averaging when their incomes for
the taxable year are substantially more than one-
third greater than their average income for the four
preceding years. No tax savings is possible if the aver-
age income for the four preceding vears exceeds the
threshold of the 11 percent tax bracket.

Personal Income Tax
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The historic trend of income averaging returns in-
creasing by over 24 percent per year was slowed
substantially for the 1978 income vear. However, the
rapid growth rate resumed for the 1979 income year
almost exactly matching the average growth rate
over the last 10 years.

Renters' Credit

The renters’ credit was claimed on over 4 million
returns for a total of $3581 million in credits, This was
an increase of 8.5 percent in number of returns and
175 percent in amount elaimed. Legislation enacted
in 1979 increased the amount of the renters’ eredit
from $37 to $60 for single taxpayers and from $37 to
8137 for all other taxpayers. 1979 also marks the first
vear that welfure reciplents could elaim the eredit
for the time they were on welfare. In prior vears,
welfare recipients were entitled to a partial credit
based on the number of months they were not re-
coiving welfare payments,

Solar Credit

Solar credits were reported on 50,221 returns, more
than double the 22,079 for the 1978 income vear, The
amount claimed increased to over $28 million from
the $9.3 million in 1978, This remarkable growth oc-
curred as taxpavers became aware of the tax advan-
tages of solar energy installations at a time when the
cost of conventional energy sources increased
dramatically.

Most California employees contribute to the State
Disability Insurance fund through payroll deduction
at a specified percentage of the first §11,400 of wages
and salaries. California has long allowed employees
who have had an excess amount withheld to claim a
refund of the excess amount on their personal in-
come tax return. Claims for refund of excess with-
holding of SDI were made by 557 thousand
taxpayers, claiming $22 million.

The SDI fund had accumulated a large surplus be-
cause of a change in contribution rates and an unan-
ticipated drop in disability claims. The Legislature
administration elected to return this surplus
through a one-time refundable income tax eredit in
the amount of 80 percent of individual contributions,
The maximum amount of this credit was 391 per
taxpayer or $182 in the case of married couples filing
jointly where both spouses contributed to SDL

A total of 5.1 million taxpayers claimed 3585 million
in refundable credits,

Preference Income Tax

Certain income and deduction items are given spe-
cial treatment in the computation of taxable income.
Such income is known as preference income and is
subject to a special tax at progressive tax rates. Most
tax credits may not be offset against this tax. This
provision is separate and in addition to the regular
personal income tax and serves to limit the tax bene-
fit of preference items.

There was a significant increase in number of returns
and amount of preference tax for 1979 over 1978 The
number of returns elimbed to 136 thousand, an in-
crease of 28 percent, while the tax amount increased
I percent to 31583 million,
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Tax Payments

Income tax withheld amounted to $4.8 billion, and
was reported on 78 pereent of all returns. Nearly
eight million returns had an average amount with.
held of 608, Estimate payments were made by 747
thousand taxpayers and amounted to §1.4 billion.
This was an average of §1.905 per return or over
three times the average withholding amount. 1.7 mil-
lich taxpayers made final payments of $904 million
with their returns,

Eight million taxpayers received refunds amounting
te almost 52 billion. These overpayments were affect-
ed by the increase in the renters’ eredit and the one-
time refundable SDI credit. Withholding and es-
timated tax payments are based on prior year tax law,
but indexing during inflationary periods substantial-
ly reduces final tax Habilities and thereby results in
lurger refunds.

County Data

The statewide median income for joint taxpayers was
$21,736. Table six in the statistical appendix gives the
relative ranking of each of the 58 counties with each
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COMPONENTS OF
PERSONAL INCOME TAX REVENUES
(SELF-ASSESSED BASIS)
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other and also with the statewide average. The ac-
companying pictorial of California shows how the
counties compare within four broad income levels. It
can ensily be seen that the major urban counties tend
to have the highest median incomes, while the more
sparsely populated rural counties tend to have the
lowest median incomes.
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OF JOINT RETURNS BY COUNTY

1979 INCOME YEAR

Wopms

K TV

EHANTA

TRINITY

AN FRARNC S

o
o
i

h 5 i
s
Y ..”"......"....."...ﬂ...."
A
) ..._................"........?....... T

TR Y

[_] under s18,000

oy ot
oy u....................“..
....".“..
LR,

e
L

it

e

......"...._...:.

[] st8.000 unger 520,000

g
7
r
5
g
8

. §24,000 And Qver

I ERLAL

e

i
i
..".._...."_.. R

)
el
R
e ........u.u". u

w@

3=

m.._____
w-m
i
W~
mm.T
Erz
38
Ees




High Income Tax Returns

Section 192895 of the Revenue and Taxation code
requires annual publication of a report of high in-
come Californians who pay no California income tax
and the relative importance of various tax provisions
in permitting these persons to escape taxation.

Subject data were taken from a stratified random
sample of 1979 personal income tax returns as origi-
nally filed, The sample includes 100 pereent of those
taxpayers with adjusted gross incomes of 300,000 or
more. Changes made to these returns since they
were filed or which are likely to be made as a result
of amendment or audit are not reflected in the ac-
companying tables.

The descriptive tables in the statistical appendix are
based on four measures of income:

1. Adjusted gross income has been widely used in the
past and includes most sources of income
reduced by certain adjustments exclusions,

2 Expanded income is a refinement of adjusted
gross income which includes sheltered capital
guins and other “tax preference items™ and ex-
cludes personal investment expenses to the extent
they do not exceed investment income, As a proxy
for “personal investment expenses”, we have used
interest expense deductions excluding home
mortgage interest. This approach misses invest-
ment expenses on some returns which are inelud-
ed in “miscellaneous deductions”™. Investment
income was assumed to equal the sum of divi-
dends, interest, capital gains, and other prefer-
CNeT INCGIme.
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3. Adjusted gross income plus tax preference in-
CONEThe:.

4, Adjusted gross income less investment expenses.

The last two income concepls are provided to illus-
trate the separate effects of each fuctor in expanded
income,

In 1979, there were 20476 California personal in-
come tax retums reporting expanded incomes of
£200.000 or more, Within this income concept, three
returns paid no income tax and three other high in-
come returns paid taxes of less than $1,000. Table
nine in the Personal Income Tax Statistical Appendix
shows taxes paid by high income individuals. Total
Skate income taxes atiributed to this group amounted
to 88062 million, for an average of 543,768, These
taxpayers had an average income of 5536 thousand
and paid state income taxes averaging 8.2 percent of
such income, Owver 99,6 percent of these individuals
paid California taxes amounting to $6,000 or more.

The primary deduction by lightly taxed or non-taxed
returns with expanded incomes of $200,000 or more
was for casualty losses. The second most significant
deduction was “miscellancous deductions”. These
consist of employee business expenses, consulting
fees, legal fees associnted with income production
and collection, and accounting expenses associated
with tax return preparation. Other major factors re-
sulting in reduction of taxes were the deduction for
personal interest and the credit for taxes paid to
other states. These four items had the greatest im-
puct in tax reduction for low or no-tax returns with
large incomes.
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For the 1979 income vear, nearly 230,000 banks and
general corporations filed franchise tax returns and
paid $2.3 billion in self-aswessed tax. This represented
a 12 percent increase in returns filed and an 11.3
percent increase in tax over the prior year.

Corporations subject to the franchise tax reported
5248 billion in State net income for 1979, which was
13 percent higher than the 1978 total of $22 hillion.
Net profits for all corporations (net income |ess pet
losges) recorded a 107 percent increase, from $18.7
billion in 1978 to £20.7 billion in 1979,

Taxation of Corporations

Corporations organized and operating within Cali-
fornia and out-of-state corporations doing business in
California pay a franchise tax, while other corpora-
tions deriving income from California sources but
not sufficiently present to be classified as “doing busi-
ness” in California pay the corporation income tax.
For the 1979 income vear, the corporation income
tax totaled $10.5 million as reported on 3,361 returns,
The tax in either case was nine percent for 1979 in-
comme vear returns and is applied against net income
earned in or allocuble to Californin. Corporations
subject to the income tax are not required to pay o
minimum tax nor are they subect to tax on interest
from obligations of the U S, the State of Californis or

Bank and
Corporation Taxes

its political subdivisons. Finaneial corporations are
taxed at  somewhat higher rate to e up for the
Fact that they receive exemptions from certain local
levies not available to other corporations,

Income “allocable™ to California refers to situations
where a corporation is deing business both within
and without the state and operations outside are
closely integrated or “unitary™ with business activiky
within the State. In sueh cases, California’s share of
worldwide operations is determined by an appor-
tionment formula; i.e. the arithmetic average of the
ratios of California sales to total unitary sales world-
wide, California payrolls to total unitary payroll, and
California property to total unitary property.

A corporation, though owned and controlled by in-
dividuals, is a separate entity for tax purposes. Fx-
penses incurred in the course of doing business
which are attributable to California operations are
deductible in determining State net incomee,

While this tax base is similar in concept to taxable

income under the Personal Income Tax Law, there
are three basic differences in deriving and taxing this
Income;

l. Deductions allowed corporations are directly
business-related while itemized deductions for in-
dividuals are personal in nature and do not neees-
sarily represent the costs of earning income.

2, Corporations are not granted the personal exemp-
tions given individuals under both California and
Federil tax provisions,

3. The tax rate against general corporations is a flat
nine percent with a $200 minimum, whereas por-
sonal income tax rates are progressive, ranging
from one to 11 percent of taxable income,



Classification

Bank and Corporation franchise tax returns are clas-
sified by industry and by sccounting periods in tables
provided in the Bank and Corporation Tax Appen-

Corporations subject to the franchise tax are re-
quired to pay their tax on a current basis for the
privilege of exercising their franchise to do business
in California. They fle declarations of estimated tax
and pay the estimated tax in equal installments quar-
terly during the income yvear, These payvments are
due on the Afteenth day of the fourth, sixth, ninth,
and twelfth months of the income vear, with at least
the 200 minimum tax wmount due with the first
installment,

Certain incorporated organizations are exempt from
the corporate tax. These exempt corporations are
organized and operated for nonprofit purposes un-
der specilic sections of the law. They include (rater-
nal societies, churches, charitable and educational
organizations, civie leagues, social clubs, and others.

Taxation of Banks and Financial Corporations

National and State banks are exempt from local taxes
on personal property and from certain license fees.
A special “in-lieu™ tax is imposed on banks and other
financials at the state level to balance the overall tux
burden between general corporations and financial
institutions. This rate is added to the nine percent
general rate for a compesite rate. Nonbank financial
corporations, such as savings and loan associations, do
pay local taxes from which banks are exempt. These
nonbank financial corporations receive a tax credit
or “offset” against the state tax for these local levies.

This add-on tax rate is coleulated each vear based on
the ratio of personal property taxes paid by nonfinan-
cial corporations and nenpublic utility corporations
to their respective State net incomes as reported on
tax returns filed for the previous income vear. A
hearing in December officially sets the rate for that

prior year.

For the 1979 income year, the computed rate was
1.532 percent, a Full percentage point below the com-
puted rate for 1978. This rate was added to the nine
percent general rate for o composite rate of 10,532
percent.

2T
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Legislation

Assemnbly Bill 68 (Lockyer, Stats 1979, 1150}, in addi-
tion to raising the general corporation tax rate from
9 to 9.6 percent for 1980, provides for a number of
changes affecting the taxing of fnancial corpora-

tioais,

For 1980 and 1981 income yvears, the in-lieu rate
will be statutorily set at two percent above the
general franchise tax rate.

* For 1982 and future income years, the indieu
rabe will again be computed based on the ratio
of personal property taxes and, additionally, lo-
cal business license fees paid by general corpora-
bions to their stute net income. For 1982 and
thereafter, the composite bank tax rate cannot
exceed 12 percent.

* Beginning in 1980, banks will be subject to the
£200 minimum franchise tax and no longer will
b “shielded™ under the in-lieu provision from
sales and use taxes, and certain other levies,

* Beginning in 1981, nonbank financial corpora-
tions will receive the same umbrelln protection
from local levies as banks, thus eliminating their
affsel,

Bank and Corporation Toxes
Franchise Tox Returns by Income Level
1978 Income Year

= = -
£ AR Borie M v Tt armnd’
S A Fal | st
favme (e Mssder | Totw! | Thimsmski
Net loms — | = N
Nolwomruriom —| mon| A Ul
bl o) wsl -
ilis B 154
L T R
B e N, 5N
ot [T T T 17
BN b BOO.00, il Jms011
SO0 b 000 Fr T i
1 L s a &
000 e ey LT
CrE— T P —— T T T
Toisd gg mq BOIHAL N

Returns Filed

Of the 248,188 returns filed for calendar and fiscal
years ending in 1979, a total of 93,720, nearly 38 per-
cent, reported either net losses or no income or E:a
These corporations, however, still paid $19 million in
minimum taxes for the year. The degree of concen-
tration of corporate income among relatively few
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DISTRIBUTION OF FRANCHISE TAX RETURNS
AND TAX ASSESSED BY INCOME LEVELS
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corporations can be seen in the graph on distribu-
tions by State net income levels. Corporations with
Stube net incomes exceeding $1 million accounted for
only one percent of all returns filed but nearly 70
percent of tolal State net income and total tuxes paid.
At the other end, corporations with less than 25 000
in State net income made up T3 percent of all returns
filed but sccounted for only four percent of total
taxes,

In berms of tax returns filed by industry, trade (retail

and wholesale) and service industries accounted for
56.9 percent of all returns filed. Agriculture, utilities,
petroleum and natural gas production, and mining
made up only 5.7 percent of all returns.

Table 6 of the Bank and Corporation Appendix pro-
vides statistics on those corporations subject to the
corporation income tax. A total of 2263 returns were
filed with total State net income of $117.7 million and
total tax assessed of £10.6 million.

Net Profits

Total corporation net profits {aggregate net incomes
less net losses) increased 10.7 percent from £18.7 bil-
lion in 1978 to $20.7 billion in 1979, Six of the nine
mujor industrial classifications shown in the table on
net profits of major industrial groups had larger ag-

g TAX ASSESSED

gregate net profits for the vear. Petrolewm and natu-
ral gas production led with an 815 percent increase
followed by the construction industry at 41.9 percent.
Public utilities, transportation, and communication
sectors as o whole, however, experienced a decline of
494 percent in aggregate net profits. The mining
industry also experienced a rather significant decline
of 20.4 percent. In terms of the relative share of total
corporate net profits, manufacturing and trade sec-
tors compri over half, 57.1 percent.

Bank and Corposation Taoxes
MET PROFITS OF MAJOR INDUSTRIAL GROUPS
1978 ond 1979 Income Years
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FRANCHISE TAX COMPARISON
BY MAIOR INDUSTRIAL GROUPS
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Accounting Period Distribution

Approximately 26 percent of all corporations were
on a calendar year accounting basis, comprising 60,1
percent of total net profits reported. The next most
common accounting period was June 30, 14.6 percent
of all returns and 7.7 percent of total profits, followed
closely by September 30 at 11.3 percent of all returns
and 6.6 percent of total reported profits.

19
Professional Corporations

The Moscone-Knox Professional Corporation Act,
enacted in 1968, allowed physicians, lowvers, and
dentists to form professional corporations in Califor-
nia. Subsequent amendments expanded coverage to
include psychologists, physical therapists, account-
ants, optometrists, and other licensed professional
Froups.

The numerous tax and nontax advantages of ineor-
porating are reflected in the rapid growth of profes-
sional corporations since 1968, In 19689, one year after
enactment, there were 394 such corporations. In
1979, there were 20,646, The increase over 1978 was
20 percent, from 17212 to 20,646, with the largest
inerease, H percent, in the non-medical/ legal cate-
gory. Of the total returns filed, 81 percent were
medical and dental corporations, 13 percent profes-
sional law corporations, and six percent were other
professional groups. Advantageous corporate fiea-

RETURNS AND NET INCOME
BY ACCOUNTING PERIODS
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Bank ond Corporation Taxes
PROFESSIONAL CORPORATION TAX RETURMS FILED
Income Years 1974 to 1979
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tures inclode limited ability, tax deductions For the

cost of insurance plans, contributions to pension
plans, and profit-sharing funds.

Tax on Preference Income

Preference income consists of certain “excess” busi-
ness deductions. The Bank and Corporation Tax Law
provides for a preference tax of 25 percent on the
following items of income:

* Accelerated depreciation of real property, to the
extent it exceeds depreciation allowable for the
vear under the straight-line method.

Bonk ond Corporation Toaxes
TaAX OM PREFEREMCE INCOME BY MAIOR INDUSTRIAL
GROUPS
%78 and 1979 Income Years
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* Excess deductions for bad debt reserves consist-

ing of additions to reserves for bad debts in ex-
cess of loss experience.

* Percentage depletion in excess of the adjusted
cost (before depletion) of the resource-produc-
ing property at the end of the year,

Before application of the 25 percent tax rate, prefer-
ence income i3 reduced by o 830,000 exclusion and
any net loss incurred for the year. The exclusion is
allowed for each member of an affiliated group of
controlled corporations if they are actively doing
business in the state.

For the 1979 income year, there was an increase of
411 percent in net preference income subject to tax-

ation, from $140.7 million to $200 million. The prefer-
ence tax amounted to 85 million for 1979,

Solar Energy Tax Credit

Since 1976, California law has allowed o tax credit for
the cost of solar energy systems. The provisions for
this tax credit apply to individuals as well as corpora-
Hions except the latter cannot apply the credit against
the minimuom franchise tax or any preference tax
liability, Any unused tax eredit can be carried over to
subsequent years,

For the 1979 income vear 157 corporations reportod
433 credits for a total tax savings of $619401. The
totals for 1978 were 51 returns and 3212675 respec-
tively, This dramastic upsurge reflects the heightened
interest in the solir energy alternative. The unap-
plied eredit amount to be carried over to future years
totaled $169.719, Approximately 31 percent of the
l-nhinlmt of solor energy systems was credited against
the bax,

Agricultural Irrigation Equipment Credit

In 1977, the Legislature enacted Senate Bill 1054
(Vuich, Stats. 1977, 1100} to give individuals and cor-
porations & tux credit for the installation of water
application or distribution equipment which reduces
waber usage on agricultural land in California.

The amount of the credit is the lesser of ten percent
of the cost, or 8500, Thirty corporations claimed this
eredit for the installation of agricultural irrigation
equipment totaling 11,920 for the 1978 income vear.
For 1979 the number and amount decreased to 23
ecorporations and $9533 in credils respectively.



Homeowner and
Renter Assistance

The 1980 Homeowner and Renter Assistonce Pro-
gram (formerly known as the Senior Citizens Prop-
erty Tax Assistance Program) marks the thirteenth
vear of assistance to senior citizen homeowners and
the fourth vear of assistance to senior citizen renters.
Eligibility for totally disabled homeowners and rent-
ers, regardless of age, was added to the Program be-
ginning in 1979 Assistance represents partial
reimbursement of local property taxes on personal
residences paid directly by homeowners and in-
directly by renters. Senior citizens (62 or older) amd
disabled individuals qualify if household incomes are
below $12,000.

As an alternative for senior citizens, property taxes
can be postponed under the Senior Cikizens Proper-
ty Tax Postponement Program. Homeowners 62
years of age or older can defer payment of all or a
portion of the property taxes on their residences.
Deferred tuxes are puid to local governments by the
state which puts a licn on the property to assure that
the taxes and sev n percent simple interest are paid
whien the prop rty is transferred. This program is
jointly administered by the Franchise Tax Board and
the State Controller.

History

California property tax assistance began in 1968 pat-
terned after Wisconsin's Homestead Tax Relief for
the Elderly Act of 1963, the only other " circuit break-
er” program in existence at that time. California’s
original program provided assistance only to home-
owners 63 yvears of age or older.

Legislation effective for the 1972 program reduced
the age requirement to 62, Eligible homeowners and
renters receive property tax reimbursement in the
current fiscal year (after July 1) based on property
taxes paid the previous fiscal year. For renters a 250
property tax is assumed. To be eligible, the claimant’s
household income from all sources for the prior cal-
endar year cannot exceed a maximum income which
has increased twice to the current $12,000,
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Regarding Homeowners, assistance was applied to
the first 85,000 of assewsed value after application of
the homeowner's exemption for the 196571 pro-
grams, §7.500 of asesed value for 1972-76 and 38,500
assessed valuwe (834,000 market value) beginning in
15977,

Helizf for both homeowners and renters is based on
applyving a certain percentage, which varies inverse-
Iy with income levels, to the property tax amount.

Renters 62 years of age or older became eligible for
property tax assistance for the first ime in 1977, Ini-
tially, assistance was limited to those with houschaold
incomes below 35,000, The income limit was raised to
%12,000 for 1979, The HRA program was extended to
totally disabled homeowners and renters, regardless
of age, beginning in the same year,

The income messuremment used is household income
which has as a starting point adjusted gross income
for income bax purpoeses enlarged for such nontaxa-
ble sources as social security, cash public assistance,
pensions and annuities not otherwise taxable, unem-
ployment insurance, tax-cxempt interest, life insur-
ance proceeds, gifts in excess of 8300, and worker's

compensation.
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HRA Program Summary

During 1980, 473,287 qualifving homeowners and
renters received $66.8 million in residential property
tox aswstance under the Homeowner and Renter As.
sistance Program for an average claim of §141. The
average assistance payment for 1979 was $140.

HOMEOWNERS AND RENTERS' ASSISTANCE
BY HOUSEHOLD INCOME
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The table on total elaims by household income class
shows that the bulk of assistance was concentrated in
the lower income classes due to the structure of the
relief schedule. Around 83 percent of total assistance
wis received by claimants with household incomes
below $6000. The range in average assistance for
these clisses went from o high of £220 to o low of §13.
The average assistance actually increased slightly
from the lowest income class, less than §1,000,
through $3.000 before declining. This oddity is due ta
i combination of factors; the same relief percentage
(96 percent) applied to higher property taxes of
homeowners up through the £3,000 income class, The
relief percentage starts its decline after £3,000
household income. Due to definitional standards of
determining household income for property tax re-
lief, it is quite possible for rather affluent taxpayers
with unusually large tax deductions (e.g., business
losses, depreciation, and other expenses) to experi-

HOMEQWMERS" AMD REMTERS" ASSISTAMCE
PROGRAM
TOTAL CLAIMS BY HOUSEHOLD INCOME
1980 CALENDAR YEAR
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ence low or negative incomes for the vear, enabling
them to qualify for HRA relief. This explains why

r claimants with less than 81,000 in in-
come had the highest average property tax paid, $450
{see table 3 in Appendix).

The table on claimants by type shows that renters
(senfor citizen and disabled) made up 61 percent of
all claimants, Disabled claimants comprised 17 per-
cent of the total.

HOMEQOWHMERS" AMD REMTERS'
ASSISTAMCE PROGRAM
BREAKDOWN OF CLAIMANTS BY TYPE
1780 CALEMDAR YEAR
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MNearly 51 percent of all household income reported
on claims Aled during 1980 was attributed to social
security and railrosd retirement receipts, Public as-
sistance comprised 14 percent of all income report-
ed. Interest and dividends accounted for 11 percent
and pensions and annuities also at 11 percent.

Table & in the HRA Appendix on comparisons by
county for homeowners” assistance shows that Marin
County had the highest average assistance of 8147
and Colusa County the lowest, 853, a difference of



#M. For renter’s assistance, Mono County had the
highest average at $188 and Alpine County had no
renter clalmants (see table T).

Total assistance for homeowners in 1980 decreased
by 23.3 percent from the prior vear's 824.2 million to
518.6 million. Claimants dropped 207 percent from
232506 in 1979 to 1B45365. The average nssistance
changed very little, from §104 in 1979 to $101 in 1980
The table on assistance by income class shows a range

Amount of Homeowner Assiviance Poid By
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in average assistance from a high of $283 to a low aof
£13. The table on claimants by amount of assstance
reveals that 60 percent of all claimants received less
than 100, and 85 percent received less than 5300,
The number of cloimants for 1980 was 2006 percent
bess than that for 1979 due primarily to the efects of
inflation on the 12,000 maximum income Hmitation
in accelerating individuals out of the program alto-
gether,

HOMECWHMER CLAIMANTS BY AMOUNT

OF ASSISTAMCE
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1/ Allgwable heusehold income increased from
£3.350 to $10,000.

2/ Homegwner's praperly las snemplion increased from
ET50 Lo 51,780,

3/ Allowable househald incoms increased from
£10,000 19 $12,000.

&/ Firsl year of claims under Article XIIA of ihe Siale

Coastitulion limiting property lanes ko 1% of falr
markel valu,

Renters

Assistance for renters, who pay property taxes in-
directly through their rent payments, is based on o
percentage of an property tax equivalent of
§250, the exact percentage varying inversely with
household income levels, The maximum income for
psfstance is $12,000. For the 1980 vear there were
288,722 renter claimants with total assistunce pay-
ments by the State of $45.2 million. The average
amount of assistance was $167. Renters  with
howsehold incomes not exceeding 3000 receive the
maximum assistance payment, % percont of the as.
sumed $250, or $240. Those with incomes in the high-
est bracket, 11,501 to 12,000, receive four percent



COMPARISON OF RENTER CLAIMANTS
BY CALEMDAR YEAR
1977=-1980 CALEMDAR YEARS

AMOUMNT OF REMTER ASSISTANCE PAID BY
IMCOHME CLASS
1980 CALEMDAR YEAR
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of §250, or §10. Claimants who rented their residence Totaks B 722 Ba5 156,420 T
for less than the entire calendar vear were required

to prorate the amount of assistance claimed.

The table on renter claimants by enlendar vear shows
that the level of assistance increased dramatically
due to legislation, first effective with 1979 elaims,
which (1) inereased the maximum howsehald Hmita-
tion from $3,000 to $12,000; (2) raised the assumed
property tax payvment from S22 to 8250 and (3)
extended the program to the blind or totally disabled
regardless of age.

Property Tax Postponement

Homeowners 62 or over can postpone payvment of
property taxes on their homes, including cooperative
housing or multi-unit residences. Claimants must
own and occupy the residence with an equity of at
least 20 percent and have total household incomes
not excesding $26800 for 1980 claims (the income
threshold is indexed annually to reflect consumer
price index changes).

* The whirease i aveiage iBblines bos claiitiatity [fom len Uhas §1000 Lo
B haouseledd inceene s due 1o e grewter incidence of reduction 1
the assarned ¥EN0 preperty ) for partyesr penber status for the umies
RN i Erodps

Claims for postponement are made annually and are
filed after May 15, but before December 31 for the
fiscal year starting July 1 of the same calendar year,

In the first year of the program (1977 postponement
cluims for 1977/78 taxes) 12050 claimants were {s-

sued tax deferral certificates. The number decreased
to 8570 in the second year (1978 cluims for 1978/79
taxes), to 7,600 for the third vear (1979 claims for
1979/80 taxes), and increased slightly to 8100 for
1980 elaims against 1980/81 taxes. The number actu-
ally using the certificates at tax time is around 80
percent of the total issued. The general easing of
property tax burdens under Article XIII A of the
State Constitution has moderated interest in this pro-

Eraam.



Legal Activities

Significant legislation enacted in 1980 affecting the
various laws administered by the departmient includ-

ol
Personal Income Tax Law
Tax Home of State Legislotors: AB 1370 [Chapter 53)

Clarifies the law concerning the location of the “tax
home™ of California legislators for purposes of trade
or business expense deductions. As is the case for
Congressmen, the “tax home™ of a legislator is
deemed to be in the legislative district.

Frivelous Tax Proceedings: AD (Chapter 426)

Permits the assessment of a penalty up to 8500 by the
State Board of Equalization or courts of record
against taxpayers who file tax appeals or court actions
merely to delay collection of tax properly due. Con-
gress hos made a similar provision for the Tax Courl

Woter Conservation Tax Credit: AB 1150 (Chapter
693}

Provides a personal income tax credit for the cost of
installing a water conservation system. The amount
of the credit is 55 percent of the cost, not to excesd
£3.000. The credit is in liew of any deduction for such
cost bo which the taxpayer may otherwise be enti-
tled. Although the credit is sunsetted with respect to
taxable vears ending after January 1, 1983, & carryv-
over of unused credits is provided for and such earry-
over continues after the sunsetted period.
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Agricultural irrigation Equipment Credit: SH 1357
(Chapter 900)

Extends the provisions of the current law until De-
cember 31, 1985, In addition, the act clarifies the
availability of the credit to spouses filing separate
returns and extends the credit to trusts and estates.

Solor Energy Tox Credit: AR 2036 (Chapter 93)

Makes several substantive changes to the solar ener-
gy tax eredit lvw and extends the eredit until January
I, 19584, Unused amounts of credit will be allowed to
be used beyond the sunset date on the same basis and
to the same extent as pormitted under the law as it
existed prior to the expiration date. If adjusted gross
income levels are not excecded (S15.000 single,
E30L000 married), the eredit is refundable,

Energy Conservation Tax Credit: AB 330 (Chapter
M)

Establishes a tax credit for individual taxpayers for
"energy conservation measures.” The credit is re-
fundable if the taxpayver has adjusted gross income of
less than $15,000 ($30,000 for joint returns). For
dwellings, the credit is 40 nt, not to exceed
81,5300, For nondwellings, l:l!: redit s 25 percent
with no ceiling.



Solor Pump Tax Cradit: SB 1687 (Chapter 906)

Allows a nonrefundable eredit of 50 percent of the
cost, in the vear of acquisition, of solar pumps used
in agricultural irrigation. The maxdimum credit allow-
able is §75,000 por solar pumping system. If the credit
allowed exceeds the taxpayer’s net tax for the year
the excess can be carried over to succeeding years
until the credit is entirely wsed. The credit is sunset-
ted with respect to twable vears which begin after
December 31, 1983 (with the exception of the car-
ryover provisions).

Transfer of Withhalding Progrom to the Employment
Dovelopment Department: AR 3042 (Chapter 1007)

Provides that the administrative responsibility for
nal income tax withholding by emplovers will
shiftes] from the Franchise Tux Board to the Em-
ployment Development Department on July 1, 1981,
The Franchise Tax Board retains the responsibility of
preparing the tax withholding tables.

Repeal of Corryover Basis Provisions: SH 1558
{Chapter 1250)

Conforms state low to federal law by repealing the
carrvover basis rules for property passing from a de-
eedent. This act is to be applied in the computation
of taxes for tuxable years beginning after December
31, 1976,

Travel Expenies for Donated Services:
ter 1257)

5H 56 (Chap-

Provides a statutory 10 cents per mile mileage rate
for deduction of travel expenses for individuals who
use their vehicles for travel associated with services
donated to governmental agencies and exempt orga-
nizations. This act is repealed effective January 1,
1585,

Speciol Assessments Tax Deduction: AR 2136 (Chap-
ter 1266)

Provides that individuals may claim an itemized de-
duction for “standby or availability charges or special
taxes for fire suppression and police protection serv-
ices imposed pursuant to Chapter 397 of the Statutes
of 1978," Chapter 397 authorized various local gov-
ermment agencies to impose such “taxes™ approved
by a two-thirds vote of the voters in the area.

interest on Deficiency Assessments:

AB 2767 (Chap-
ter 1294)

Provides, for personal income taxpayers, that no in-
terest on deficiency asessments shall be charged for

the period between 45 days after the date of final
review of the audit and the date a Notice of Addition-
al Tax Proposed to be Assessed is semt to the taxpayer.
The act is operative with respect to notices of addi-
tional tax proposed where the date of final review is
on or after July 1, 1981,

Amortizing Cogenerotion ond Alernative Energy
Equipment: AB 1404 (Chapter 1325)

Permits taxpavers to make the same elections re-
gurding the depreciation of “alternative encrgy
equipment” and *“cogeneration equipment” as can
now be made with respect to the depreciation of
certified pollution control facilities, i.e., the taxpayer
is allowed o depreciate the equipment over a 12-
month or 60-month period or over its useful life. The
special amortization deduction provided by this act
would be in lieu of any solar tax eredit o which the
taxpayer may have otherwise been entitled,

Pollution Control Credit: 5B 767 (Chapter 1346)

Authorizes taxpayers who are “metal finishers™ to
elaim a eredit against stute taxes equal to 20 percent
of the costs of certain pollution control equipment.

Senlor Citizens Property Tax Assistance
and Postpenement Law

Toxaotion of Mabllehomes: SH 1422 (Chapler 285)

Provides that a “rented residence” includes lamd
only if the dwelling is a mobilehome subject to li-
cense fees, Ik also provides thut o “rented residenca”
includes an owned mobilchome subject to license
fees on land owned or rented by the claimant. One
impact of the change is to require owned mobile-
homes subsjeet to property taxes to file as homeown-
ers. They do not have the election to file as
homeowners or renters as do the owners of mobile-
homes subject to license fees.

The changes made by this act are operative on July
1, 1980. They will be applied with respect to claims
for assistance for 1980/81 and thereafter.

Filing Period for Homoowner ond Renter Asshitance
Claims: AB 2990 (Chapter 426)

The filing period for homeowner and renter assist-
ance cliims is May 18 through August 31. This act
authorizes the department to accept claims through
June 30 of the following fiscal vear without a showing
of reasonable cause for the late filing. Except for
medical incapacity, claims cannot be filed after the
June 30 date.



Mobilehomes—aAassistoncs: 5B 433 (Chapter 1252)

In 1979, legislation was enacted which allowed cer-
tain mobilehomes to be taxed as property rather than
as vehicles. Legislation was also enacted which al-
lowed persons who own mobilechomes located on
owwned ar rented land to elaim nssistance as either a
renter of a homeowner under the Senior Citizens
Property Tax Assistance Law.

This act modifies the 1979 legislation to provide that
only those persons who own mobilechomes taxed as
vehicles are allowed the election to file for assistance
as a homeowner or a renter. This means that mobile-
home owners whose mobilehomes are taxed as prop-
erty miust fle as homeowners.

Bank and Corporation Tax Low
Combined Reporting for Intrastate Business: AR 472
{Chaptor 30940)

Allows two or more corperations which conduct a
unitary business deriving income solely from sources
within this state to fle a combined report.

Corporation Reviver: AB 200 (Chapter 426)

Permits corporations to be revived without paying
the full amount of their tax deficiency if, in the dis-
crotion of the Franchise Tax Board, such action
would improve the prospects for eventual full pay-
ment of the linbility,

Agriculivral Irvigetion  Equipment Credi: 5B 1567
(Chapter 900}

Extends the provisions of the current law until De-
cemnber 31, 1985,

Solar Energy Tax Credit: AB 2036 (Chapter %03)

Makes several substantive changes to the solar ener-
gy tax eredit law and extends the credit until January
1, 1984. The eredit is not refundable for corporations.
However, unused credits can be ¢ over to
reduce taxes in subsequent vears.

Energy Conservation Tex Credit: AB 2030 (Chapter
G )

Establishes a tax credit for corporate taxpayers for
“energy conservation measures.” The credit is 40
percent of expenditures, not to exceed 81,5300, For
nondwelling property, if the cost exceeds 55000,
then the amount of the credit is 25 percent with no
monetary limit on the amount of the credit.

Solor Pump Tax Credit: SB 16587 (Chapter 906)

See summary under “PIT Law. "

Amertizing Cogeneration Equipment: AR 4K
(Chapter 1328)

See summary under “PIT Law. ™
Pollution Contrel Credit: SB 767 (Chapter 1346)

See summary under “PIT Law.”

Multistate Tax Compact

State Representative: AB 2090 (Chapter 426)

Changes the State representatives to the Multistate
Tax Commission from the chairmen of the Franchise
Tax Board and the State Board of Equalization to the
executive officer of the Franchise Tax Board and the
executive secretary of the State Board of Equaliza-
tiomn.

Regulations

A number of regulations were adopted in 1980, The
most significant included:

Adoption of emergency Regulations 25401 and 25403
relating to filing of income tax returns by receivers.

Amendment of Regulution 231015 pertaining to the
exclusion of certain activities from California’s taxing
jurisdiction.

m and adoption of Regulation 15809 relating to
ndent contractors,

In addition, a review plan was commenced to ropeal
obsalete regulations and to update existing regula-
tions where the law has been substantially changed
in accordance with the requirements of AB 1111
(Chapter 567, Stats. 1979).

Persenal Income and Corporation Tax Protests

Taxpayers are entitled, under the low, to probest
proposed tox defliciency assessments and have oral
hearings on their protests. The Protest Section is re-
sponsible for processing the more complex protests
and also handles refund claims invalving significant
rEvenme.
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In 1980, the Protest Section decided protest cases
involving nearly $40 million. Approximately 53 per-
cent of the total proposed deficiency amounts was
sustained. New protest cases involving $113 million
were received in 1950,

The amount of revenue involved in both corporation
and personal income tax protest cases received and
completed by the section in 1950 was the second
highest amount ever recorded. The 1980 statistics
continue to reflect a trend toward both complex and
large revenue cases.

Tax Appeals

Taxpayers who disagree with department action on
their protest or claim for refund may appeal the deci-
sion to the State Board of Equalization, The Appeals
Section is responsible for representing the depart-
ment’s position. The section also prepares and issues
legal rulings and communicates with the public on
matters involving Californin income and Franchise
bnx laws.

In 1980, 715 appeals invelving 820,167,583 in revenuee
were filied unmmd to 634 and $12,183,769 in 1979,
These figures t o significant increase fn appeal
activity both in numbers and dollars.

A substantial number of rulings were issued during

the vear, including a continuing relatively large

m r of rulings regarding the solar energy tnx
it.

The State Board of Equalization fssued 162 opinions
in 1980, The department’s position was fully sus-
tained in 131 cases, partinlly sustained in 26, and re-
versed in 5.

Significant Appeal Decisions

Appecl of Wynn Oil Company (February 6, 1950)

Twao diverse businesses, petrochemical and college
student housing, were held to be unitary upon a
showing of strong and extensively integrated central

management.
Appeal of Thor Power Tool Company (April 8, 1950)
Demaolition of a factory building to facilitate sale of

the underlying land did not cause withdrawal of the
land from unitary property.

Appeal of the Learmer Company, 8t al. (September 30,
1980)

Taxpaver's sales to customers in a foreign country
were held to be attributable to California for sales
factor purposes under the “throw back”™ rle where
the foreign country, under United States standards,
lacked jurisdiction to tax because the sales were
made through an independent sales representative.

LEGAL SERVICES BUREAU
Unitary Concept

The unitary concept is a court-approved method, for
determining the state net income of corporations
conducting unitary activites in California and else-
whiere.

Position papers were prepared regarding restrictive
federal tax legislation. The legislation, H.R. 5076 and
5. 1688, provided foreign country operations and in-
come could not be included in a unitary computa-
tion. Testimony was provided by the staff before the
Subcommittees of the House Ways and Means and
the Senate Finance Committee with respect to the
bills. Neither bill was reported out.

Material was furnished to the staff of the General
Accounting Office with respect to a study that office
is making of the unitary concept and of the federal
method for determining income of multnational
corparations. A member of the department staff par-
ticipated in a two-day conference sponsored by the
General Accounting Office.

Litigation

During the year, 16 new cases were received. The
cases were filed after denial of elaims for refund., Also
during the year, 23 cases were closed. As of the end
of the year, 82 active cases were on hand.

The most important case in which a final decision
was rendered was Times-Mirror v, Franchise Tax
Board. The court held that gain on the sale of stock
in a unitary subsidiary was business income subject to
formula apportionment.

The decision which relied on stipulated facts re-
versed the California classification of gain on the sale
of stock in the case of business corporations. Appeals
are currently ﬁendinu before the State Board of

EPEBEHM which are expected to clarify the scope
4] E
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SYMNOPSIS OF MAJOR TAX LAW CHANGES
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Tabie 37
Personal Income Tax Statistics
BY ADJUSTED GROSS INCOME CLASS - PERCENTAGES CUMULATED
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Table 445

Peysonal Income Tax Sialistics

State Totals = 1575 income ¥ear

COMPARISON BY ADJUSTED GROSS INCOME CLASS
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Takls 44 (continuedif

Peisonal lacome Tax Slalistics
COMPARISON BY ADJUSTED GROSS INCOME CLASS
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Table 91

Personal Income Tax Statistics
TAXES PAID BY HIGH INCOME INDIVIDUALS

1979 Income Year

Husber of Returns by
Slze of Tax Liahility
Total Tax §T | §1.000 | $2,000 | 56,000 |
Total Texable Liabilicy Under Crdar Under anid
Lncome Concept Class Recurns Heturns {ooa) 51, 000 #2000 5, (00 OVET
Adfusted Groas Income*
Under 330,000 | 9,479,677 | 6,269,691 53,557,385 | 5,170,084 | 887,827| 211,489 251
§50,000 under 100,000 263,739 263,169 1,053,865 &, 674 16,226 | 208,449 | 33,820
100,000 undsr 200,000 &, 552 £9,533 546,703 133 285 2,508 | 46,607
200,000 and over 14,503 14, 496 TR7 932 3 & 62 14,427
Totals 9,807,471 | 5,596,889 | 5,945,884 | 5,174,894 | 904,342 | 422,508 | 95,145
ACT Plus Tax
Fraference Income?
Undar 550,000 | 9,435,396 | 6,225,410 | %3,461,433 | 5,163,952 | 871,664 | 189, 742 52
530,000 under 100,000 287,536 286,966 1,004,408 1d,597 32,028 | 221,595 | 22, 746
100,000 under 200,000 62,759 62, 740 557,899 34 627 11,004 | 50,757
200,000 and over 21, T80 EL._?T] a12, 14T 3 23 157 21, 5%0
Totals 9.807,471 | 6,596,889 | $5,945,884 | 5,174,894 | 904,342 | 422,508 | 95,145
ACT Less Investment
EEEIEI
Under 550,000 | 9,493,132 | 6,283,011 | 53,389,933 | 5,171,490 | 890,848 | 220,142 531
350,000 under 100,000 54,038 253,600 1,049,862 3,306 13,301 | 200,904 | 35,089
100,000 wnder 200,000 46,739 4h 719 534,625 85 190 L, 048 | 44,990
200,000 and over 13,962 13,559 771,443 3 3 18 | 13,535
Totals 9,807,471 | 6,596,BE% | 85,945,884 | 5,174,896 | 904,382 | 422,508 | 9%, 145
Expanded Income"
Under 530,000 | 9,447,893 | 6,237,772 | 53,485,429 | 5,166,451 | B75,044 | 196,223 54
550,000 wnder 100,000 278,925 27B, 48T L,00%, 105 &, 307 28,933 | 217,229 | 24,018
100,000 wnder 200,000 60,177 60,157 555, 160 133 343 8.007 | 50,674
200,00y and over 20,476 20,473 B%6, 1489 3 22 49 | 20,359
Totals 9,807,471 | 6,596,BB9 | 55,945,884 | 5,074,894 | 904,362 | 422,508 | 95,045
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Personal Income Tax Stalistics
TAKES PAID BY HIGH INCOME INDIVIDUALS
1579 Income Yeu
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FOOTHOTES FOR BANE AND CORPORATION TAX TABLES 1 THROUGH &

Corporations sustaining losses and those which "broke even” (mostly inactive
corporations and cooperatives) are included in this table. Figures in the
column headed "Number of Returns" include (a) approximately 4,032 corporations
which have changed their Iincose vears and Filed "short-period” returns and

(B} approximately 105 mergers and consolidntions oceurring during the incoms
year, a return for each surviving corporation and one for each of the
digsalved corporations.

Notavailable.
Included with corperatlons repercing net loms.
Estimated,

Includes ordnance and accessories manufacturers, tobaceo manufacturers, loather
and leather products manufacturers, and other manufacturers not elsewvhere
classified.

Includes amusenent service and motfion picture theaters.

Includes doctors, dentists, paychiatrists, physical thorapista, and lawyers
who are incorporated as professlional corporations.

Includes hotels, employment agencies, automotive repair services and garages,
miscellappous repair eervices and hand trades, medical and other health services,
educational institutions and agencies, other professional and social-service
agencies and instituclons, and corporations whose nature of business was pot
determinable.

Maclonal and state banks, savings and loan assoclaticns, and other flnancial
institutions subject to (a) the general franchise tax rate of 9 percent plus
(b} the bank and financial tax rate (maximum of & percent) imposed under the
provisions of Section 211B6a of the Bank and Corporation Tax Law. The combined
tax rate applicable to [inancials for calendar and fiscal years ending in 1979
was computed at 10.532 percent and represents the gixth consecutive year since
1957 in which the computed rate was less than 4 percent. The total rate for the
IS7E income year was 11.542 percent. When the bank tax rate is derermined in
Decenber of each year, the tax is adjusted by malling notices of the asount of
additional tax payable or refundable as the case may be. The financial rate

on banks {8 in lieu of all other property tazes and licenses, eXCOPL CAXes on
real property. The Filnanclal rate on savings and loan associations and other
financial corporations can be reduced or offset by the amounts paid to the
state or to any county, city, or other political subdiwvision as parsonal
property taxes or specified license fees.

Includes finmancial corperations not elsewhere classified. (Insurance companics
are not subject to franchise taxes.)

Includes highway, railroad, car and express, water, and airline urilicies.

Includes water, wharfage, carleading, stevedoring, warehousing, cold storage,
and pipeline companies.
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Tabie 1

Homeowners Propesty Tax Assistance Statistics
COMPARISON BY CALENDAR YEARS
1968-80 Calendas Yasws
Humber of Tatal Average Homeowmer"s
Calendar Clalmants Household Househald FProperty Tax
Year PFaid Linconme [neams Exemprion
1968 57,354 117,450,240 52,048 -
1969 f4,023 132,684,872 2,072 5707
1970 62,500 130,926,208 2,098 750
1971 56, 165 121,914,484 2,171 750
1972 291 ,928" 1,453,667,550 4,980 750
1973 301,463 1,559, 691,380 5,141 750
1974 309, 254 l,610,657,680 5,208 1,750
1975 oo, 737 1,595,872,105 5,307 1,750
1976 293,198 1,627,743,538 5,551 1,750
1977 325,667 2,057 ,667,977 6,318 1,750
[978 279,000 1,821,405,372 6,526 1,750
1975" 212,506 1,528,719,752 6,575 1,750
1980 184, 5R5 1,231 600,981 6,671 1,750
fmount of Asslstance
TFercent of
Toeal Averaga Gross
Calendar Propercy Froperty Property
Year Tax Paid Tax Pald Toeal AveTage Tax Faid
1968 S15,4%99,510 5270 57,806,955 5136 0.4
1965 15,917,330 259 1,820, 198 122 5.2
1970 17,590,024 282 B,54%, 588 137 58,6
1971 18,058,122 321 B,28%, 540 148 £5.9
1972 120,907,986 414 58,847,115 202 48.7
1973 129,296, 560 £25 60,595,578 201 4.9
1974 10%,059,535 353 459,905,503 161 55.8
1975 131,862,741 438 50,821,381 169 38.5
1976 144 804,530 G094 52,146,563 178 36.0
1977 188,575,235"° 575 77,823,290° 23g 41,3
1978 180,510,974 b47 70,188,033 251 38.9
19739 61,007,427 262 24,248, 104 104 38,7
1980 47,581,217 258 18,619, 207 {u}] 39.1
L. Allowablo houwsehold Income was increased from 53,350 to 10,000 with a

commensurate change in the assistance schedule,
was increased from 55,000 to §7,500 afcer application of the homeowner's
exempiion.

Haxloum assedped wvalue was

A Elat amount was refunded directly to all homecwvners.

Beginning with 19779 clalms the program was expanded to ineluds
blind and totally disabhled in addition to senior clelzens,

Hazioum assessed value

Allewable hoosehold income was (ncreased from 510,000 wo 512,000 wich
4 eare liberal assdstince schedule.
incressed from 57,500 vo §8,500 afcer application of the homeowner's
ex==piion.




Takle 2
Homeomners Froperty Tax Assistance Salistics
COMPARISON BY COUNTY
1980 Cakendar ¥ear

Hogbsinf il Pl Fars £l Fraperty Amouni nof M rage

Ciiney Clalsants oo Tax Paid Ladlatance AnE] ubimce
hlameils L] a5 882, 18] FI, 65T, 861 A1 06%, 706 {11k
Alpina & 3 44T 1,815 222 |2
e 3y T174 010 B, EE 23,907 I
| O & [ 13,251,771 T, N7 152,604 F
Calavearas Fit 1,838 211 Lo d 21,402 [ 3]
Cnlusa e 7007 L& 16,61 §.8049 53
Congra Cpana bR TR 17 AL 75 1,388 TX 535,047 b1}
b=l Earte i I g23% 227 i, 4851 12, 745 Wl
El Dorsdn T30 b TP 187,707 LU L] B&
Framnn %, TTh 38,932,004 100, 555 504 625 i1
Glepn & T Tl P T TRT 17,553 L]
lumbolds 1,271 B LIN Ak TRT, e 109, 284 BE
tmparial 3Ty I, 78, 347 i1, 51% 2117 TX
Inyu pad LA R | a7 1L 705 LT
Earn 8T 27,604,193 B, R Ini 917 T
Elnga L=l 751006 #0, Tok 19,849 b
ke Eal 3,208, 5497 135,60 bL 11 |
Ladsen Fie ) b 2,552 1, T I& 349 it
Los Angeles 3.0 184,096 829 13,474,000 &, 153,349 1z
Madera &% I, 773 82498 1o, 658 ML A52 i
marin 1. 5% ¥, 1a%, 189 B0, 815 LA e 17
Harlpoes [Fi Bh4 A Th, 553 i, O 3]
Mendoc ino 133 &, 715,609 14% 8T &l 35T B
Mo | Fd 7100198 I06, 313 B4 ALY Th
Hndac &1 &I &40 W, EL 3. 177 |11
Hona 13 L Vi ¥, T&% 87 [ 11
Montarey 1M ] I2.41%,728 LAY BAT (LM FLi]
Hapa .03 TpddBgaTL b TR ] | W, 42) L]
Havada ¥ 3.501,.42% 10, 55% wh, 133 L
Orangs 10552 75,409,211 N, 010, BTV (o TS 1ai
Flacer 1,085 P LB, 531 235,118 B4 001 i
Fluzas [Fi] Ba%, 452 Iy . BE) #.9)8 &
Biverside LM o] 46,511,872 1,887, &%0 554,108 (LY
Bacramenco LT &2 ;125,551 1,138, TEh sS40, k12 B
San Banito ] § 350180 57,58 Il 987 108
San Barnardins B, 54% 5,004, 244 1 00%, 703 &E 471 T
San Dlego 1L, 84 Bl LEE321 1,075,281 151997 WA
San Francisco &, Bk =, 970, 7032 i 38 BN 229, 460 131
Zan Joaguin X ay 25,003 994 Lk B O Ml 02 i
Ban Luls Oblsps 1.5%% L, 745,000 pLLA LAk k& LE
Ean Haten e aGy ML 215,04 1, 11F &5 51 007 13z
REnta Barbars 1,934 I}, 448, 276 GET, BEY 230,887 174
Banca Clars [ 4] 46,785,278 2,151, 849 B 673 174
Banta Cris e ] L&, W16,4%3 Bk, 352 280,189 11%
Ehasc 1,233 B, 092,453 a0, 8E1 LU B e
Flerra 47 293,301 078 3,858 az
Eiskiyou 33 J AT, 410 EX 1R ¥3,008 bl
%o lano 1444 10 087 931 % 401 (FER -1 bk
Sonoms 207 20,743, 208 10, %L% ¥, 532 w5
Scanlslsus 1,989 19,325, A9 ¥ThH, 313 2. 120 B
EuEter Wi 3,487, 450 o, 8% ¥l 527 L]
Teturmn £ L 1,832,779 I 8T 12,785 LY}
Triniey L1 584,990 oy 7. 48 L]
Tulars 3,0 L, 2n0 007 IS EY 118,718 LE
Tue ] Ik 2,433,075 T, Tee %304 T%
Venturs 1,423 1§ A%0 LBD TR 04T 8%, 552 11
Yala 103 ] A BLE AL Tl RT3 9, 11 EL]
Tubm g 2,468,180 g BB 18,282 T
Unclansd £ Lo LF 418, 63 T s 5 168 124
TUTALS 184,545 31,20 400 981 LT FLA 819,207 1




Homeowners Property Tax Assislance Satishics
COMPARISON BY SIZE OF HOUSEHOLD IWCOSE

Table 1

1580 Calwadar ¥omr
WOEENOLD WA GF MOUSERILS FROFERTY KL O
IO CLASS CLATHANTS IHCE TAX FALD ASSTSTANCE

WOT WO THAN 0,000, . .ooans = £ 1% TR Bi4A, 397 TP TE)
T ] I % . A (1 #1837 11,048 17,162
L30L = LA e LT 144,915 %, Tid 23,253
LML = B0 eissaces 1) 153, 954 ; 1,973
TR S 1 64,520 3,076 53,375
TR 7 I b3 ] b7, 740 7,84 £4,2%%
I, TR K .. IR—— " FhE] b, 213 i, 140 #8975
2,000 = I Mecisasssnss 37 1,784,474 141,808 115,048
1401 - IO .ciermener Fi ] 1,589,474 194,201 156,514
2,801 - - e L, BEY 2, BTy 807 e, ok, 027
2800 = 3000..c.ieceeuns 1,573 &, TES, 157 344,417 T84 THS
L TR 1 . I — 1T 5,619,701 &3%,048 350,995
000 = B ciaiearss 2,19 T, 584,450 4,010 434 957
TR e — 1,006 10, 614,180 1ol , 408 S 237
3, w00 = B 1,082 13,232 287 N1 A1) BEEOTE
G E TR - E &, 574 LT, B, TR 1,042 BEA EI8, 074
A,580 - 4,200 &% 20,671,853 1,448,620 1,0 AT
W00 = 4,4 16,557 48, 17,753 3,164, 40 1,b46, 965
R 400 = kA0 1o,30a 45 874 B34 1,071,136 1,535,528
R0l - k800 5,057 26,731,770 1,108, 8%0 B, %12
&, ma - . & il 22 653, 884 1,002, 09T L
S0 = BRI iissssees &, 87 23, 3% 900 1,143,978 137,818
5000 - 50 cieenaess &A% 24, 248,793 1,134,700 TS
5,400 = L : &, 3K 23,841,831 1,0l 50 (3R L
SM01 = 300 e & 57 25,133,518 1, 13,778 B, 607
I - TR 0 E s 6] 25,819,031 1,141 ,B33 571,589
N P %, | — ., 371 26,685 971 1,147,403 35, 241
o TR T - &, 373 27,578,228 1,137,820 AFE L&D
&,5010 - L w400 28,884 J40 1o 14 489 W T
B 80 . BB, ssaenes : w508 M 6ED R4l 1,304,082 LRI L
T ™ KRG L &7 32, HAE 6B 1,218,408 7,047
- R I . 4,00 13,40, 161 1,243, 764 W6, 048
T30 = Tl .ciisnicnss &7 35 038, 320 1,173,7% 350,612
P T TR T 5,373 40, 33 BEY 1,391,943 38,729
Tadl - . P 5, ¥4 &0, 813 42T 1,008 Bds 06,013
p SR . I, &, 19,081, 091 3,78, 147 135,374
I IR 1 - S 5,843 4,112,041 1,384,297 149,500
B = B AM..cieeeed &, 3H 36, 343, 431 1,080,935 e
I TR 0 &, 188 35,60, LBE 1,158, 366 bk, 749
Bl - BB 3,570 Jh, A8, BTH 1,05%, 658 137,355
5801 - 9.000....... 3. 702 12,957 147 12044, 535 111,138
- TR B - S 3,43 30,739,985 #78, 411 &7,3%0
5,300 - 9,400... . 3,210 30,979, 14 whh ATD 86,713
Boanl = o F 3,320 36,592 680 B R e 518
a60 - B0 7 3,051 9,611,143 #47 ,B6T B 871
L T [0 I I8, 731,987 T £l ,BLE
G R 1 .~ TR 1575 6,010, 286 58, EW3 &, 069
0,200 = O EDS. vsannrsas 1,509 75,808, 559 Tk 08 58002
T 1 T4 23,709,079 134,052 &7,660
10,680 = 10,800........ 1,206 23,604, 354 4,430 841
10,800 = 11000 ciacannass 1,15 Ik, 562,027 %, 36T 37,110
13,501 = M1, saamameras 1.7 1H, 877 h0d b 16,227
1,32 = MR, sasenias 1, 1w, 2R AT Sk, 159 FC L
W8l = D100 cssaannsnas 1,452 16,647, 583 443,126 18,971
- TERN | E 1,384 15,048, 735 435, A%E i5,35%0
T 1,870 12, Fe, 03 1,074 12,573
TOTALE. o« oannms s nsga mmmmnsns L84, 343 ¥i, 231, 83, 581 BiT 341,217 1B, Ri%,208
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Table 7

] ¥
Renders’ Property Tax Assistance Stalistics
COMPARISON BY COUNTY
1580 Calendar Year
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Tabie &

Renters' Property Tax Assistance Statistics
COMPARISON BY SIZE OF HOUSEHOLD INCOME
1830 Calesdar Year
ATHOLD NUTREN OF [ FHEIFTETY® BEOUNT ar
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